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Employees

A total of 95% of vacancies were filled through
internal promotion. To that end, 1,127 selection
processes were carried out, resulting in 2,339
appointments. The new IT tool, eSeleccion, used
to consult and apply for vacancies online, made a
contribution towards streamlining coverage. New
members of staff were also provided with access to
the welcome and monitoring programme, aimed
at facilitating their integration and ascertaining

to what extent they are suited to their new post.

Participants awarded said programme a score of 9
out of 10.

The permanent transfer selection process, which
guarantees the right to employment mobility,
resulted in five announcements over 2008 that
allowed 3,755 employees to gain horizontal
promotion. For those employees, 1,123 moved
from being discontinued permanent employees to
holding full activity posts.




Correos has been named the 2008 TOP Company to Work For.

Training The educational content of training included

issues such as new processes and services,

As part of the Correos Annual Training Plan, 489 quality management, at-work risk prevention,

courses were offered, equivalent to almost two new technology projects and indicator-based

and a half million teaching hours. A total of 135,486 management for middle management. Participants

participants took part, 25.3% more than in the assessed the quality and variety of the courses
previous year. This represents an average of more with a score of more than 8 out of 10.

than two training actions per employee, equivalent
to almost 37 training hours per person.

Training Online Other methods* Total

Courses 128 361 489

Attendees 77,820 57,666 135,486 67
Training hours 1,556,684 878,281 2,434,965

Online training 2006 2007 2008

Courses 73 67 128

Attendees 39,807 55,158 77,820

Training hours 847,159 1,570,150 1,556,684
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The e-learningmethodallowed training programmes
to be rolled out efficiently even though our staff
is spread across the whole country. In 2008, 64%
of training hours given were through this option,
selected by 57% of participants. The number of
internal monitors who voluntarily cooperated in
their colleagues’ training increased to 1,16.

The range of channels available to access online
training also increased. The Campus Virtual
Correos — the space on the Company’s intranet for
consulting and completing courses — increased
the interactive and didactic nature of its contents.

Another channel open to staff was the Red.es
national telecentres network. In 2008, the Catalan
Regional Government’s network, Xarxa de
Telecentres de la Generalitat de Catalunya, was also
added to the list of channels available to members
of staff after Correos reached an agreement
that will benefit its employees in rural areas.
Furthermore, as a part of the same agreement, a
certain number of members of the public will have
access to online courses given by the Company on
office automation, the Internet and languages.

The progress made in e-learning has transformed
Correos into a reference in Spain and across
Europe. The Company has been recognised by the
consulting firm Gartner, which chose Correos as a
best practice example in the use of information
technology. Furthermore, the Company signed a
commitment with the Postal Union of the Americas,
Spain and Portugal (UPAEP) under which it will
provide electronic-based training to members of
staff in Latin American postal operators.

In the Correos Centre associated to the UNED
(National Distance Learning University), 740
students matriculated last year in courses
including Law, Economics, Business Management
and Administration, IT and Industrial Engineering.




return to the world of work.

Collaboration agreement with the Employment and Social Affairs
Ministry for the promotion of activities to support mistreated women’s

Pension plan 2007 2008

Participants 38,659 39,948
Correos’ annual contribution* 13,169,220 13,427,130
Fund assets* 114,793,380 123,277,405

The fight against gender violence

Correos has signed a collaboration agreement with
the Employment and Social Affairs Ministry for
the promotion of activities to increase awareness
in the fight against gender violence and support
victims’ return to the world of work, as per the
guidelines set by the Organic Law 1/2004 and the
Agreement approved by the Council of Ministers
on the 2 March 2007.

In order to strengthen the actions the Company
has been undertaking in recent years, Correos
has made a commitment to use its resources
to promulgate information on gender violence,
support the return of mistreated women to the
world of work by offering employment with
flexible hours, maintain confidentiality with
regards to participants’ personal circumstances,
and offer individualised and immediate solutions
to any affected Correos employees.

Pension plan and social action

Correos adds to its employees’ retirement benefits
with a pension plan into which the Company paid
13.4 million euros last year. At 31 December, there
were 39,948 employees in the plan and its total
assets were 123.3 million euros, of which 84 million
were direct company contributions.

As s the case each year, financial assistance was also
awarded for welfare and employment protection
schemes for members of staff and their relatives,
salary advances and interest-free personal loans
were granted to cover specific requirements.
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Social Responsability

Companies are becoming increasingly aware of
the advantages of undertaking their activities
in an ethical, transparent and socially and
environmentally-responsible manner, not only as
the best way to ensure their financial viability, but
also as the ideal manner of creating links of trust.

Correos has taken on these commitments as the
provider of a service that is of general interest,
but also as one of the most important companies
in Spain in terms of financial dimensions, human
resources, the size of its network and the volume
of its hiring and investment. These characteristics

place the Company in arelevant social role and instil
it with great potential to act on its surroundings.

Thus, integrity, reliability and efficiency are the
essential values that drive the committed work
of its employees and generate trust among the
Company’s customers, shareholder and society in
general. To gainabetter insight into the expectations
and demands of these stakeholders, Correos has
established and maintains communication channels
that allow it to design and prioritise its actions.




Shareholder

Correos is a company that is entirely owned by the
State, through the Directorate General for State
Assets. The Company supports the generation of
value for its shareholder by efficiently fulfilling its
public service mission and maintaining its business
competitiveness and profitability.

To meet these ends, the Company promotes good
corporate governance favouring solid and ethical
growth in keeping with the principle of solidarity
and strict respect of current market regulations.

Its Code of Conduct contains the values of
reference and rules that must be followed,
applicable to all of the organisation’s actions.

Furthermore, the Internal Audit Unit undertakes a
verification and independent information process
aimed at identifying and managing risks relevant
to the business and evaluating the effectiveness of
the Company’s control systems.

ExcerpT oF THE CoDE OF CONDUCT

1.Professional conduct.

Those covered by the Code should focus on the
optimal realisation of their functions within the
Company and will at all times display upstanding,
impartial and honest professional conduct
in keeping with the Group’s corporate social
responsibility principles. They will refrain from using
business opportunities of interest to the Group for
their own benefit.

Stakeholder Shareholder

Communication channels - General Meeting
] Reporting to Directorate General for State Assets
] Value generation by business efficiency

Correos’ objectives | Ethical conduct
] Good corporate governance
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Employees

Correos promotes stable, quality employment,
professional training and development, and
employee assistance and protection (see the
“Employees” chapter).

With regards to this last aspect, the Company
constantly updates its preventative and security
policies for all of its facilities in order to avoid
placing employees and members of the public in
situations of risk. One of the measures adopted last
year was the incorporation of anti-fatigue surfaces
in automated processing centres in order to

Stakeholder Employees

improve ergonomics and the protection afforded
to staff undertaking sorting tasks.

Correos is a signatory of the “European Road Safety
Charter”, an initiative launched by the European
Commission’s Directorate General for Energy and
Transport, the objective of which is to prevent
and reduce road accident rates. In applying this
initiative, a rule book was drafted with measures
to reduce the risk of accidents. This rule book
was provided to employees and transport service
providers. Employees also took part in 16 Safe
Driving courses given by the RACC (Royal Catalan
Automobile Club).

Communication channels

Correos’ objectives

ODogoood

Corporate Intranet

Abrecartas magazine

Internal notes

Stable and quality employment

Safety and health at work

Training and professional development
Employee assistance and protection




The Company’s employment protection measures
are complemented by annual contributions to a
pension plan and social action programmes. These
include financial benefits to offset healthcare
treatments, education expenses, care for children
with disabilities, and salary advances and interest-
free loans to tackle other priority requirements.

Correos pays special attention to improving the
life-work balance and applies the social measures
contained in the Concilia Plan, relating to paid
leave, reduced working hours and voluntary leaves
of absence. Likewise, the Company develops

programmes to assist in the fight against gender
violence and to combat gender-based employment
discrimination, in accordance with the objectives
of the Equality Law.

The Photography and Letter-Writing Contests for
employees is a way of stimulating creativity and
favouring the development of cultural activities
within the Company. A total of 212 texts and 887
images were submitted in this, the 11*" edition
of the contest. Furthermore, a special prize was
created for environmentally-themed pieces in light
of Expo Zaragoza 2008.

Social action programmes Recipients Payments (in euros)
Social welfare 5,065 697,996
Care for children with disabilities and education expenses 5,716 878,970
Leisure, cultural and sporting activities 1,803 355,602
Homages to retired workers - 143,786
Salary advances and interest-free loans 4,333 17,299,900
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Customers

The Company’s commitment to its customers is

another facet of Correos’ responsible behaviour.

Through nationwide coverage, personalised care
and a complete range of products, the Company
aims to satisfy all communications and business
requirements with the best possible service.

Likewise, Correos works to reach improved levels
of quality every year, through the development
of infrastructure, improved technology, process
automation, training and efficient management.

Stakeholder Customers

INCREASE IN THE POST OFFICE NETWORK’S ACCESSIBILITY
EVOLUTION OF POST OFFICES NUMBER

3,000
2,500 2,113 2,250
2,000 1,908
1,500
1,000
500
o
2004 ‘ 2006 2008

Communication channels

Correos’ objectives

ODogoooogooo

Nationwide service points network
Online post office

Customer service helpline
Customer satisfaction surveys
Mds Cerca magazine
Complaints and claims service
Trade fairs and other forums
Advertising

Accessibility and quality
Customer satisfaction
Specialised range of services




Correos introduced sustainability as one of its corporate values
and created the Environment Committee.

Society

The Company develops and collaborates in
initiatives that contribute to the integration,
education and care of underprivileged groups in
society and the protection of natural resources.

ENVIRONMENTAL SUSTAINABILITY

In 2008, Correos introduced sustainability as one of
its corporate values and created the Environment
Committee. This body drafted the 2008-2010
Excellence Plan, which sets out the Company’s
policy and lines of action, the systems for
measuring its activities’ impact, and the training
and awareness activities for employees. The
Committee is responsible for periodically revising

the plan in order to adapt it to meet the following
objectives:

] Increase eco-efficiency and reduce emissions.

1 Standardisation of processing and recycling
waste.

[l Incorporation of environmentally-friendly
materials and processes into the Company’s
range of services.

(1 Unification of existing environmental
management models and the extension of
certifications in accordance with ISO 14001
standard to the 17 automated processing
centres and 17 main offices.

Stakeholder Society
(1 Annual report
] Website
Communication channels 1 Press releases
(1 Discussion groups and forums
[ National and international partnerships and projects
1 Protection of human rights
Correos’ objectives - child support - . .
1 Integration of marginalised groups in society
] Environmental sustainability
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ADMISSION

PosT OFFICES

ISO 14001 CERTIFICATION
“LiNEA VERDE’ SUSTAINABLE PACKAGING

MOBILE TELEPHONES COLLECTION
CAMPAIGN

These guidelines are not only applied to the
Company’s own activities, but also to the
agreements and contracts it signs with suppliers
and technological allies, as the Parent Company has
voluntarily signed into the Spanish Government’s
Green Public Procurement Plan.

For that reason, it introduced new criteria into
its procedures to assess which tenders are most
environmentally-friendly and whose actions
strengthen the protection of children, the
integration of marginalised groups in society and
the eradication of gender inequality and violence.

PROCESSING

AUTOMATED PROCESSING CENTRES

ISO 14001 CERTIFICATION
PROCESSING AND RECYCLING WASTE

TRANSPORT AND DISTRIBUTION

DELIVERY UNITS

ELECTRIC VEHICLES
(CO2 EMISSION FREE,
DECREASING NOISE POLLUTION)

The Company also adopted the International Post
Corporation’s recommendations on the reduction
of emissions, paper and energy consumption, in
addition to its Environmental Measurement and
Monitoring System for the measuring of the
environmental impact of postal operators. The
aforementioned system is based on international
standards such as the Greenhouse Gas Protocol,
the Dow Jones Sustainability Index and the
FTSE4Good.

Since the Company voluntarily purchased Euro-4
model trucks in 2006 to meet European Union
requirements, Correos has been incorporating
means of transport that contribute towards
generating less CO2 and decreasing noise
pollution.




REFORESTATION THROUGH THE AGREEMENT BETWEEN CORREOS AND THE BosQuEs DE LA TIERRA FOUNDATION
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In 2008 the Company began a pilot project to
assess the efficiency of electric vehicles for delivery
tasks: vans in the Madrid, Zaragoza, Barcelona
and Seville urban areas, and bicycles in pedestrian
areas and historic city centres in Madrid, Zaragoza,
Cranada, Ciudad Real and Toledo. This type of
measure will be introduced for delivery units with
low mail volumes and which cover large distances
between delivery points.

Emissions reductions are linked to the rational
use of transport. That is why the Company gave
efficient driving courses to its employees and
continued with preventative maintenance and
fleet renewal initiatives, in which 34 million euros
have been invested over the last three years.

Correos also offsets its environmental footprint by
contributing to the reforestation of Spain. To do
so, it has established and maintains an agreement
with the Bosques de la Tierra Foundation, through
which part of the sales of Correos’ “Linea Verde’
(Green Line) sustainable products, are used for this
purpose.

J

Through this initiative, Correos has contributed
towards the reforestation of almost 45 hectares
in Benalmadena (Malaga), Alto Clamores (Segovia),
Carrena de Cabrales (Asturias), Canamero (Caceres)
and, in 2008, in Vega de San Mateo (Gran Canaria).
In fact, the island of Gran Canaria, which suffered

heavily from a forest fire in 2007, was selected
by the Company’s employees, who also acted
as volunteers in the replanting work. With the
additional collaboration of FORESTA (The Canary
Island Reforestation Foundation), 8 hectares were
replanted in the Cortijo de Los Navarro estate,
which is part of the Red Canaria de Espacios
Naturales Protegidos (Canary Islands Protected
Natural Spaces Network).

Correos post offices distributed posters informing
about the project “Plantemos para el Planeta:
campana de los mil millones de drboles” (The Billion
Tree Campaign) launched by the United Nations
Environment Programme. Its objective is to plant
at least a billion trees each year across the globe
in order to fight climate change and the loss of
biodiversity.

For the second year, the Company participated in
the “Dona tu mévil” mobile telephones donation
campaign organised by the Spanish Red Cross and
the Entreculturas Foundation, by providing bags for
the public to put their used phones into so they
could drop them off in letter-boxes or post offices.
The handsets are then recycled and destroyed in
a controlled manner, or repaired for reuse or sale,
contributing to financing social and environmental
projects run by both bodies.




Correos sponsored and participated in Expo Zaragoza 2008.

EXPO ZARAGOZA 2008

Correos sponsored and participated in Expo
Zaragoza 2008, an international exhibition dedicated
to “Water and Sustainable Development”. Under
the slogan “Un mecanismo perfecto, un mundo de
servicios” (A perfect mechanism, a world of services),
the Correos pavilion presented the efficiency,
quality and innovation of its postal services, as well
as programmes aimed at supporting sustainability
to more than one million visitors.

The Correos area included a post office and an
exhibition area composed of five zones:

[] The “river of letters” with texts from famous
writers.

(1 The “waterwheel”, powered by the river,
representing the different processes in the
postal chain.

[ 1 A structure composed of conveyor belts
carrying trays, driven by the waterwheel, which
explained the different phases involved in
handling mail items.

] The “forest” which surrounded the pavilion and in
whose trees the visitors could leave messages.

[ The “Linea Verde corner” where environmentally-
friendly packaging and electric vehicles were
displayed.
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Virtual games, interactive stalls where stamps could
be designed, audiovisual areas with information
on the Company, and pieces from the Postal and
Telegraph Museum were also available.

Furthermore, the Company’s pavilion also featured
achildren’s party from the “Correos reparte sonrisas
a los ninos” (Correos delivers smiles to children)
programme, and received visits from its employees
and staff from the foundations and special centres
with which Correos works. To celebrate the day of
honour, the Company announced that the next
forest it plants will be located in the province of
Zaragoza.

As part of its role as sponsor, Correos marketed Expo
Zaragoza 2008 with numerous commemorative
stamps (see “Philately” chapter) and included the
event’s logo on its vehicles.

SOCIAL ACTIONS

The Company aims its social development
programmes at three priority groups in society:
children, people with disabilities and immigrant
communities.

As a partner of the Fundacion Empresa y Sociedad
(Business and Society Foundation), whose
objectives include social and employment
integration, the Company participates in its
Empresa y Discapacidad (Enterprise and Disability)
and Empresa e Inmigracién (Enterprise and
Immigration) programmes.

Correos has also been a member of the United
Nations Global Compact since 2002. It recognises
the Pact’s ten principles (relating to human and
employment rights, the environment and the
fight against corruption) as an integral part of its
strategy and publishes a progress report annually.
In 2008, the Company joined the commemoration
of the 60" anniversary of the Universal Declaration
of Human Rights, and advertised the anniversary
on its website with links to the United Nations
website.

Furthermore, Correos promotes the Millennium
Development Goals through the Development
Cooperation Action Group, part of the Universal
Postal Union.




Correos worked with the Health Ministry’s information campaign

on the harmful effects of drugs.

CORREOS SOCIAL PROGRAMMES OBJECTIVES

PROTECTION OF

HUMAN RIGHTS CHILD SUPPORT

INTEGRATION IMMIGRANT
OF PEOPLE WITH COMMUNITIES PRO::‘J(I?TTLIJ?QI: o7
DISABILITIES ASSISTANCE

Within Spain itself, the Company works with the
Health Ministry’s information campaign on the
harmful effects of drugs. The Company’s post
offices distributed almost 320,000 copies of a guide
published by the Government Delegation for the
Plan Nacional sobre Drogas (National Drugs Plan).

Last year, the Company invested funds in different
activities undertaken by the Spanish Fundraising
Association, formed by the main national non-
governmental and not-for-profit organisations,
whose purpose is to inform and raise awareness
among society, fundamentally by means of direct
marketing.

Other activities undertaken in 2008 consisted of:
[ The donation of 232 sets of computer equipment

to not-for-profit organisations for uses in IT
rooms and workshops.

1 Commemoration of World Diabetes Day through
the illumination of the main building in Granada,
an initiative in which more than soo emblematic
sites across the world took part.

[l The collection of 700 kilograms of non-
perishable food by the employees of Zaragoza,
for the “Operacion sana” (Healthy Operation)
campaign by the Hermandad de Donantes de
Sangre (blood donation group).

[ Sponsorship of the annual Asian Development
Bank meeting held in Madrid, which promotes
economic and social growth in Asian and
Pacific countries through loans and technical
assistance.

Annual Report

83



Social Responsability

84

CHILD SUPPORT INITIATIVES

“Correos reparte sonrisas a los ninos” (Correos
delivers smiles to children), designed to educate
and defend childhood, is one of the Company’s best
consolidated programmes. It is based on applying
the “laughter therapy” method and is undertaken
in collaboration with the not-for-profit association

“Payasos sin Fronteras” (Clowns Without Borders)
and a further 19 bodies specialised in healthcare,
fostering and special education.

The programme aims to improve the quality of life of
hospitalised children, youth with disabilities and the
children of immigrants and incarcerated mothers,
who require psychological and emotional support.

In 2008, parties were held in 22 hospitals and
another 18 centres and were enjoyed by 4,100
children. These celebrations featured comedy
shows and were attended by well-known people.

“Correos delivers smiles to children”
programme (1999-2008)

Children participating 25,000
Children’s parties 275
Educational workshops 125
Workshops attendees 2,000

Pupils participating in exchange of letters 2,700,000

Other parts of the programme include educational
workshops. A total of 158 people took part in the
12 courses held last year, including volunteers and
hospital and special education staff. As on previous
occasions, the Company facilitated the exchanging
of letters between hospitalised children and the
pupils of different schools, providing them with
postage materials free of charge.

As part of the celebration of the 2oth anniversary of the
Convention on the Rights of the Child, the campaign
“Correos y UNICEF, unidos por la infancia” (Correos and
UNICEF, united for childhood) was launched, aimed
at increasing social awareness. The Convention was
published on UNICEF and Correos’ websites and
12 million informational leaflets were sent to Spanish
households inviting them to visit these sites and read
the Convention. The leaflets also included response
sections that members of the public interested in the
work undertaken by this organisation could deposit in
letter-boxes and post offices.

The post office network also took part in other
projects in support of children:

L1 The “Unjuguete, una ilusion” (One toy, one thrill)
campaign organised by Radio Nacional de Espana
(Spanish National Radio) and the Crecer Jugando
(Play and Grow) Foundation, for which 200,000




The Company joined the celebration of the 20" anniversary of the

Convention on the Rights of the Child.

solidarity pens were put on sale. The joint
collection of three million euros allowed 500,000
toys to be delivered to children in 22 countries in
Africa, Latin America, the Middle East and Asia.

[l The marketing of UNICEF products, such as
Christmas cards and lottery tickets supported
that organisation’s work.

] The Spanish Red Cross’ “Sorteo del Oro” prize
draw, for which 346,160 tickets were put on
sale, helped to finance humanitarian projects.

[ 1 Information campaigns for the NGO Aldeas
Infantiles SOS (SOS Children’s Villages),
undertaken in Seville and Zaragoza post offices,
among others, which provided information on
the NGO’s work supporting children and young
people in social risk situations.

] “12°Rastro de juguetes” (12" Toys Flea Market)
from Intermoén Oxfam, in which the Zaragoza
post offices took part by collecting toys and
children’s books for sale. In this way they helped
to finance the programme this organisation is
undertaking to support Sudanese refugees.

The online post office, for its part, marketed
solidarity postcards from Doctors Without Borders
and ACNUR. The Correos Centre associated to
the UNED (National Distance Learning University)

collaborated in the collection of almost 400 kilos
of educational materials in the “/ campana pro-
bibliotecas comunales para el Perd” (1°* Campaign
in Support of Local Libraries in Peru).

SOCIAL AND EMPLOYMENT INTEGRATION

The Company supports social and employment
development for people with physical, mental
and sensorial disabilities through purchases and
collaboration agreements with foundations and
specialemployment centres and through donations
to different bodies for sponsoring training.

The 2008 report issued by the Business and Society
Foundation Observatory placed Correos second in
terms of volume of purchases from occupational
training centres, at an amount equivalent to 315
indirect jobs.

These organisations undertake cleaning, repairing
and sorting tasks for postal equipment, preparing
new stamps issues for subscribers to the philatelic
service, prepare corporate gifts, and handle and/or
transport mail. Some of their employment centres
are also companies that work with the Parent
Company, such as Ibermail (part of the Juan XXIlI
Foundation), Gupost and Ginesta Foundation.

85
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Correos contributed financially to the construction
and repair of facilities in Nido and Prodis Foundations,
and was one of the sponsors of the Spanish race
in the “2008 European Cup for Disabled Cycling”,
before the Paralympic Games in Beijing.

The Company guarantees access to its online
services to all members of the public. Therefore,
the online post office and the BanCorreos website
have been designed to conform to Level A of the
W3C Web Content Accessibility Guidelines 1.0,
which make them easier to use for people with
limited sight, mobility or text comprehension.

Main foundations and special employment centres
with which the Company works

Carmen Pardo-Valcarce Foundation
Ocon Business Centre

Juan XXIll Foundation

Realiza Foundation

APAJ Foundation

Gupost

Ginesta Foundation

INTEGRATING IMMIGRANTS

The Company collaborates with the Spanish Red
Cross in the social skills for employment training
programme “Correos:DelaA alaZ paralnmigrantes”
(Correos A to Z for Immigrants) which was held in 6
different locations last year.

The Company also contributed towards financing
the activities of Migrar (Migrate) Foundation, of the
Red Cross, and its website www.migrar.org, which
provides advice to foreigners working in Spain or
who wish to work in Spain in the future. The website
includes information on the abovementioned
courses and on the services provided by Correos
that might be of most use to them.

The fourth year of the annual photographic contest
organised by Correos and Western Union was held
under the slogan “Inmigracion y mujer. Apuesta por
la igualdad” (Immigration and Women: Betting on
equality). The prize-winning images, chosen from more
than 1,700, will be displayed in the Madrid, Valencia
and Barcelona headquarters throughout 2009.

“Correos A to Z for Immigrants” programme
(1999-2008)

Attendees 4,700
Courses 291




In the “Feria de Productos y Servicios para
Inmigrantes, Integra” (Fair of Products and Services
for Immigrants, Integra) and in the “/ Feria de las
Américas en Espana” (2" Fair of the Americas in
Spain), the Company presented the services it
offers that are especially adapted to the needs
of this group in society, including the sending of
international mail and parcels, money transfer and
other financial and telecommunications services.
Correos also sponsored the second year of the
“VivAmerica Festival”, an event which seeks to
promote cultural exchanges between Spain and
Latin America.

SUPPORTING CULTURE

Correos has a long tradition of supporting Spanish
cultural and historical heritage, fundamentally
through philatelic activities. As part of the
agreement signed with the Spanish National
Heritage Body for the promulgation of the items
in its collection, stamps and pre-franked cards
with this topic were issued, information was made
available on exhibitions, concerts and visits to
Royal Sites, and postal services were provided to
National Heritage sites.

The Postal and Telegraph Museum released a post
office van and railway wagon, which had been
restored the previous year, for display during four
touring exhibitions which visited Aragon, Castilla-
La Mancha, Madrid and Navarre.

As part of the “Correos por el Arte” (Correos for Art)
initiative, different post offices hosted painting,
sculpture, ceramics, photography and tapestry
exhibitions of local artists and employees’ work. The
Valencia headquarters also hosted an exhibition from
Spanish writer Vicente Blasco Ibanez, coinciding with
the 75" anniversary of the transfer of his remains
to the city. To celebrate the Granada International
Poetry Festival, 120,000 post cards were distributed
featuring a poem by Claribel Alegria.

The Compostela Monumental Association awarded
the Company a prize for its work in restoring postal
establishments located in historical buildings,
recognising the exemplary restoration undertaken
in the Company’s main headquarters in the historic
city centre of Santiago de Compostela.
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Correos Group

Chronoexpres

Chronexprés is Correos Group’s subsidiary
specialising in providing express domestic and
international parcel delivery services.

Its range of services includes solutions for urgent
shipments with set delivery times for documents
and parcels, such as “Chrono 10", “Chrono
14” and “Chrono 24”. It also offers tailor-made
products, such as mailbag collection, especially
suitable for companies with national networks;

CHRONOEXPRES SERVICES

“Multichrono”, which has added values including
document management, reverse logistics and the
replacement of technical equipment; and specific
services for different sectors of activity.

The Company also provides high quality international
services with access to global distribution networks,
via alliances with European and global companies.

ProDuUCTS WITH « ”
- SET DELIVERY TIMES MutricHrONO

TAILOR-MADE PREPAID
SOLUTIONS

INTERNATIONAL

PRODUCTS SERVICES




The Company introduced new technologies in the management of
databases that increased availability and security.

Resources Resources 2008
Chronoexprés covers the entire country through a Employees 1,301
complete network of infrastructure and resources, Operating centres 53
formed by 53 operating centres, more than Distribution routes 2,112

105,000m? of warehouse space, almost 2,000
vehicles and 2,112 distribution routes.

The subsidiary’s staffing levels increased to 1,301 in
2008.1t applied scaling plans inits Madrid, Barcelona,
Girona, Malaga, Cérdoba, Granada, Murcia, Zamora
and Alicante centres in order to ensure that its
resources meet operating requirements. It also
increased training actions by 31.3%. These actions
involved 45% of staff, 24.4% more than the

revious year.
p y 01
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Activities

The Company completed its logistics standardisation
project with the reorganisation of the north-
western quadrant of the collection network and the
distribution routes in Valencia, Palma de Mallorca,
Jaén, Asturias, Zaragoza, Navarre, Huesca, Murcia,
Huelva, Granada, Ourense, Segovia and A Coruna.

Likewise, it restructured its activities in Andalusia
with the closure of the Jaén agency and the
concentration of operations in the logistics
platform located in said province, reducing costs
and increasing synergies.

The Company introduced new technologies in
the management of databases that increased
availability and security. The advances in internal
control systems included the introduction of web
delivery notice model, new PDA devices for tracing
items and a customer notification model, using
SMS, on incidents affecting deliveries.

Furthermore, the subsidiary renewed its quality
certification in line with the ISO 9oo1 standard and
improved the delivery times of its main products,

” o«

“Chrono 10", “Chrono 14” and “Chrono 24",

Delivery quality 2007 2008
“Chrono 10" 90.3% 91.8%
“Chrono 14" 90.6% 92.3%

“Chrono 24" 93.5% 94.1%




Result before tax reflected a profit of 1.0 million euros.

NET TURNOVER
180
160 ] 8
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2007 2008
PARCEL VOLUMES
32,000
29,426
28,000 27,344 ¢
7.6%
24,000
20,000
2007 2008

Performance

Last year Chronoexprésincreasedits parcel volumes
by 7.6%, reaching 29.4 million. The services which
saw the largest increases were mailbag collection,
12.2% and “Chrono 24", 14.0%.

Its turnover increased to 144.8 million euros,
an increase of 3.9%, thanks to attracting new
customers.

The application over recent years of the
rationalisation plan made it possible to achieve an
operating result of 1.5 million euros. Result before
tax reflected a profit of 1.0 million euros, growth of
8.1 million euros compared to 2007.
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Correo Hibrido

Correo Hibrido is the Correos Group’s subsidiary
specialised in integral management of corporate
mass communications.

The services it offers include all the services
necessary to cover each phase of the production
cycle: information processing, the design and
printing in different formats, the creation of dynamic
documents, enveloping and sorting, and, finally,
the deposit of these deliveries with the Correos,
responsible for postal distribution across Spain.

CORREO HiBRIDO SERVICES

It also has range of electronic solutions that include
the digitalisation and saving of data, digital storage
and custody, secure electronic transactions, mail
tracking, automatic reply and returned mail
handling, and various reverse hybrid mail options.

The www.correohibrido.es website allows real time
access to information on the status of mailings in
each step of the process.

Other advantages offered by Correo Hibrido include
its availability (24 hours a day), high quality and
specialisation and the use of the latest technologies.
Thankstothese elements, the subsidiary’s customers
can obtain improved efficiency in their processes
and flexibility in the costs.

DoOCUMENT
CONSULTANCY
AND DESIGN

PRINTING AND
ENVELOPING

SORTING AND ELECTRONIC
DEPOSIT FULFILLMENT SERVICES




The new centre located in Sant Boi de Llobregat (Barcelona) came

Into operation.

PROPORTION OF PERMANENT EMPLOYMENT

GENDER PROPORTION

Permanent Temporary
employment ~employment Men Women
contracts contracts 58% - 42%
73% 27%
Resources Thus, at the end of the year, the Company had

In 2008, the subsidiary began a plan designed to
regroup all of the activities undertaken in its three
Madrid centres. After leaving Alcobendas facility,
the project will be completed in 2009 with the
definitive transfer of all operations to a single site.

Furthermore, the new centre located in Sant Boi de
Llobregat (Barcelona) came into operation, receiving
an investment of 1.7 million euros. This facility,
designed specifically to meet the needs of Catalonia
and its area of influence, as well as to provide a back-
up centre for operations, contributed to reducing
distribution and transport times.

three operating centres (two in Madrid and
one in Barcelona), with a total area of 8,400 m?
of warehouse space used for production and
storage. In total 5.2 million euros were invested
in extending and renewing equipment over the
course of the year.

The subsidiary increased its average staffing levels
by 21.6%, reaching 220 employees, with a 22%
increase in permanent recruitment. The staff
was composed of 58% men and 42% women,
respectively.
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Activities

Correo Hibrido increased its digitalisation solutions
with new options for the generation, storage
and custody of documents. These services, along
with the printing of an integrated receipt on the
envelope, were, once again, among the most
sought after features. The subsidiary attracted a
wide range of financial services companies and
government bodies to its list of customers.

Likewise, it continued to prepare and print
deliveries of products marketed on the Parent
Company'’s online post office, including “Correo
digital” (Digital mail) and “Tu Sello” (your stamp).

Activity 2007 2008
Mail items handled 364.8 4073
Printed items 824.2 799.0

Digitalisations 10.2 187

Results

The number of mail items handled in 2008 increased
by 11.7% and the number of digitalisations by
82.8%, while printed items decreased by 3.1%.

Turnover stood at 13.1 million euros, 25.2% more
than in 2007. Result before tax reached 317.6
thousand euros, 42.1% less than the previous
financial year.




The number of digitalisations increased by 82.8% and the mail items

handled by 11.7%.

NET TURNOVER
16,000
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12,000 10,484.5 'r
8,000
25.2%
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REVENUES BY AREA OF ACTIVITY

RESULT BEFORE TAX
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Outsourcing 16.3% ﬁ Consumables 10.7%

Enveloping 21.8%

——— Other 8.3%

—— Digitalisation 8.1%

~— Electronic processing 3.9%

brinti o & '— Collection 0.9%
rinting 30.1%
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Correos Telecom

Correos Telecom is the company within
Correos Group responsible for managing the
telecommunications network of the Parent
Company, to which it provides services on a
preferential basis. It is also responsible for promoting
the sale of network’s surplus capacity to third parties
and supplying other telecommunications solutions.

Its portfolio of assets includes leasing of dark
fibre optic network, rights to use pipelining, the
provision of high capacity data circuits, leasing for
the collocation of communications stations and
technological consulting.

Its list of customers include telecommunications
operators, government bodies, the media and, in
general, companies with high data transmission
requirements.

CORREOS TELECOM SERVICES

Activities

Within the scope of managing the Parent
Company’s national network, the subsidiary
contributed to the introduction of new security
infrastructure for the transmission of data and to
increasing communications capacity in 90% of
operating centres.

It also provided technical support to the Parent
Company to install back-up IT solutions in 300
units and install communications in 273 newly
created units.

Management of Correos’

telecommunications network 2008
Centres 2,775
Data circuits 3,519
Voice circuits 4,986
Telephone lines 8,519
Data hardware 3,519
Switchboards 116

MANAGEMENT
oF CORREOS’
TELECOMMUNICATIONS
NETWORK

TECHNOLOGICAL
CONSULTING

DATA AND VOICE

TELECOMMUNICATIONS
INSTALLATION
AND INGENIEERING
SERVICES

FIBRE OPTIC
CIRCUITS NETWORKS




Correos Telecom boosted the range of high capacity data circuits.

The company participated in other projects for the
Parent Company, such as:

] The development of the “Apartado postal
electrénico” (electronic P.O. Box) (see the
“Online services” chapter).

[ | The optimisation of business systems, such
as SGIE and IRIS 6 (see the “Technological
innovation” chapter).

[ The design of wireless solutions to improve the
connectivity of IT devices (PDA-type portable
terminals) used by delivery staff.

With regards to the marketing of telecommunications
assets, it boosted the availability of high capacity
data circuits, both for companies and government
bodies, and increased the leasing sites services
to new customers, such as radio and DTTV
broadcasters, and WiFi technology suppliers.

Results

Turnover reached 10.0 million euros, an increase of
169.8% over the previous year.

Result before tax reached 152.9 thousand euros,
62.7% lower than in 2007.

NET TURNOVER
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KPMG Auditores 5.1
Edeicin Towrré Ewngpa
Paseo do la Castellana, 95
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Auditors’ Report of the Consolidated Annual Accounts

To the Single Shareholder
of Sociedad Estatal Correos y Telégrafos, S.A

We have audited the consolidated financial statements of Sociedad Estatal Correos y Telégrafos, S.A. (the
Company) and its subsidiaries (the Group). The said statements comprise the consolidated balance sheet as at
31 December 2008, the consolidated profit and loss account, the statement of changes in the consolidated net
assets, the consolidated cash flow statement and the consolidated annual accounts report for the financial year
2008, the preparation of which is the responsibility of the Company’s Directors. Our responsibility is to give
an opinion on the aforementioned consolidated financial statements as a whole based on the work carried
out in accordance with generally accepted accounting standards, which require the examination, by means
of selective tests, of evidence relevant to the consolidated financial statements and the evaluation of their
presentation, the accounting principles that have been applied and the estimates made.

The attached consolidated annual financial statements for the 2008 financial year are the first prepared
by the Company’s Directors applying the changes made to company law by the Law 16/2007, of 4 of
July, the new Spanish GAAP approved by Royal Decree 1514/2007 and the temporary regimen included
in said Royal Decree. Moreover, in accordance with the stipulations of section 1 of the fourth temporary
item of the Royal Decree 1514/2007, these consolidated annual financial statements are considered
initial consolidated annual financial statements and therefore do not include comparative figures. The
consolidated balance sheet and the consolidated profit and loss account featured in the consolidated annual
financial statements approved for the 2007 financial year are attached in note 22 of the consolidated
annual accounts report “Aspects deriving from the transition to the new accounting regulations”. These
two documents were prepared applying the accounting and company regulations in force at the time. An
explanation of the main differences between the accounting criteria applied in previous financial years
and currently has also been included along with a quantitative assessment of the impact that these changes
in accounting criteria will have on the consolidated net assets as of 1 January 2008, the transition date.
Our opinion refers exclusively to the consolidated financial statements of 2008. We issued our auditors’
report for the consolidated annual financial statements for the 2007 financial year on 28 March 2008, and
declared that said statements have been drafted in accordance with the generally accepted accounting
principles and rules used within the Spanish regulations in force for the financial year in question, and in
which we expressed a favourable opinion.

In our opinion, the attached consolidated annual financial statements for the 2008 financial year give, in
all significant aspects, a true and fair view of the consolidated net assets and the consolidated financial
situation of Sociedad Estatal Correos y Telégrafos, S.A. and its subsidiaries as at 31 December 2008, as
well as their consolidated trading profits, the variations in the consolidated net assets and the consolidated
cash flow during 2008, and contain the necessary and sufficient information to be adequately interpreted
and understood according to the generally accepted accounting principles and rules used within the
Spanish regulations.
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The attached 2008 management report contains the explanations the Directors of Sociedad Estatal Correos
y Telégrafos, S.A. consider relevant regarding the Group’s position, the development of their businesses
and other issues and does not form an integral part of the 2008 consolidated financial statements. We have
verified that the accounting information contained in the management report corresponds to that given in the
2008 consolidated financial statements. Our work as auditors is limited to the verification of the management
report with the scope mentioned in this paragraph and does not include the review of information not found in
the accounting records of Sociedad Estatal Correos y Telégrafos, S.A. and its subsidiaries.

KPMG Auditores, S.L.

INSTITUTC DE
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Manuel Martin Barb6n

Partner My RGeS, 5.
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26 March 2009 e o
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Consolidated Balance Sheet

at 31 December 2008

(Expressed in thousands of euros)

ASSETS Notes Balance at 31/12/2008
A) NON-CURRENT ASSETS 1,850,867
Intangible fixed assets 6 27,321
Patents, licences, trademarks and similar 143
IT applications 26,861
Other intangible fixed assets 317
Tangible fixed assets 7 1,796,940
Land and built assets 1,259,409
Plants and other tangible fixed assets 312,961
Fixed assets in progress and advance payments 224,570
Property investments 8 7,457
Land 1,068
Built assets 5,489
Long-term financial investments 1,057
Deferred tax assets 18 18,092
B) CURRENT ASSETS 843,568
Non-current assets held for sale 9 906
Stocks 10 6,920
Trade debtors and other accounts receivable 1 407,819
Clients by sales and provision of services 373,833
Other debtors 13,189
Staff 10,541
Current tax assets 2,206
Other credits with government bodies 8,050
Short-term financial investments 1 102,386
Short-term accruals 872
Cash and other equivalent liquid resources 12 324,665
Cash flow 324,020
Other equivalent liquid assets 645

TOTAL ASSETS (A+B)

2,694,435




NET ASSETS AND LIABILITIES Notes Balance at 31/12/2008
A) NET ASSETS 1,949,082
Equity 13 1,530,037
Capital 611,521
Share premium account 281,003
Reserves 559,564
Legal reserve 67,031
Reserves required by Articles of Association 148,041
Voluntary reserves 344,492
Reserves at consolidated companies (1,318)
Result for the financial year 79,267
Government contributions, donations and legacies received 14 419,045
B) NON-CURRENT LIABILITIES 267,280
Long-term provisions 15 80,725
Long-term debts 4,723
Creditors for financial leasing 4,629
Other financial liabilities 94
Deferred tax liabilities 18 181,832
C) CURRENT LIABILITIES 478,073
Short-term provisions 320
Short-term debts 16 103,528
Trade creditors and other accounts payable 16 374,225
Suppliers 32,114
Other creditors 229,197
Staff 28,839
Current tax liabilities 1,691
Other debts with the government bodies 52,113
Customer advances 30,271
TOTAL NET ASSETS AND LIABILITIES (A+B+C) 2,694,435
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Consolidated Profit and I.oss Account

for the financial year ending 31 December 2008

(Expressed in thousands of euros)

CONTINUED OPERATIONS Notes  Financial year 2008
Net turnover 17-a) 2,296,162
Procurement (16,609)
Consumption of merchandise 17-b) (15,586)
Depreciation of merchandise, raw materials
and other procurement 10 (1,023)
Other operating revenue 41,523
Accessory and ordinary activities income 3,892
Operating contributions incorporated
in the financial year performance 17-0) 37,631
Staff costs (1,620,230)
Wages, salaries and similar remuneration (1,374,011)
Social security contributions 17-d) (233,982)
Other expenses (12,237)
Other operating expenses (537,454)
External services 17-€) (524,711)
Taxes 17-f) (1,584)
Losses, depreciation and variation of provisions for trade operations (2,793)
Other expenses from ordinary activities (8,366)
Amortisation of fixed assets 6,78 (117,363)
Allocation of government contributions of non-financial
and other fixed assets 14 48,466
Excess on provisions 15 987
Depreciation of and result for disposal of fixed assets (12,030)
Depreciation and losses (10,761)
Results for disposals and others (1,269)
OPERATING RESULT 83,452
Financial income 17-g) 21,981
For negotiable securities and other financial instruments:
For third-parties 21,981
Financial expenses 17-8) (1,287)
For debts with third parties (214)
For updating provisions (1,073)
Exchange differences 4,416
FINANCIAL RESULT 25,110
RESULT BEFORE TAX 108,562
Tax on earnings 18 (29,295)

CONSOLIDATED RESULT OF THE FINANCIAL YEAR

79,267




Consolidated Cash Flow Statement

for the financial year ending 31 December 2008

(Expressed in thousands of euros)

Notes Financial year 2008
A) OPERATING ACTIVITIES CASH FLOW
1. Consolidated result for the financial year before tax 108,562
2. Adjustments to the consolidated result
Amortisation of fixed assets 6,7,8 117,363
Evaluative corrections for depreciation 6,7, 10, 11 12,997
Provisions variation 776
Allocation of capital contributions 14 (48,466)
Results for disposals of fixed assets 2,855
Financial income 17-8) (21,981)
Financial expenses 17-8) 1,287
Exchange differences (154)
Other income and expenses 819
3. Changes in the current capital
Increase in “Stocks” (2,920)
Increase in “Debtors and other accounts receivable” (17152)
Decrease in “Other current assets” 4,069
Increase in “Creditors and other accounts payable” 17,091
Increase in “Other current liabilities” 3,043
Other non-current assets and liabilities (+/-) (269)
4. Other operating activities cash flow
Interest payments (213)
Interest charges 21,271
Collections (payments) for tax on earnings (41,436)
5. Operating activities cash flow 157,542
B) INVESTMENT ACTIVITIES CASH FLOW
6. Payments for investments
Intangible fixed assets (15,941)
Tangible fixed assets (227,389)
Property investments (45)
Other financial assets 11 (90,000)
7. Charges for withdrawal of investment
Tangible fixed assets 37
8.Investment activities cash flow (333,338)
C) FUNDING ACTIVITIES CASH FLOW
9. Charges and payments for equity instruments
Government contributions, donations and legacies received 14 52,934
11. Payments for dividends and accruals from other equity instruments
Dividends 13 (51,958)
12. Funding activities cash flow 976
E) NET INCREASE/DECREASE IN CASH OR EQUIVALENTS (174,820)
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Statement of Changes in the Consolidated

Net Assets

for the financial year ending 31 December 2008

(Expressed in thousands of euros)

A) Statement of recognised consolidated income and expenses for the financial

year ending 31 December 2008:

Notes Financial year 2008

A) Consolidated result of the Profit and Loss Account 79,267

Income and expenses directly allocated to the Consolidated

Net Assets:

Government contributions, donations and legacies received 14 57,746

Tax effect (17.324)
B) Total income and expenses directly allocated
to the Consolidated Net Assets 40,422

Transfers to Consolidated Profit and Loss Account:

Government contributions, donations and legacies received 14 (48,466)

Tax effect 14,533
C) Total transfers to the Consolidated Profit and Loss Account: (33,933)
TOTAL OF RECOGNISED INCOME AND EXPENSES (A+B+C) 85,756




B) Total Statement of Changes in the Consolidated Net Assets for the financial
year ending 31 December 2008:

Reserves of the Parent Government
Company contributions,
Share Reservesat  Consolidated  donations
Registered  premium  Llegal ~ Voluntary ~ Other  consolidated result forthe and legacies
capital account  reserve  reserves  reserves  companies financialyear  received TOTAL
BALANCE,
END OF 2007 611,521 281,003 56,639 463,377 156,676 (154,985) 104,481 - 1,518,712
Conversion adjustments
to the new Spanish GAAP
(Plan General de Contabilidad) - - - (12,410) - (547) - 412556 399,599
ADJUSTED BALANCE,
START OF 2008 611,521 281,003 56,639 450,967 156,676 (155,532) 104,481 412,556 1,918,311
Total recognized
consolidated income
and expenses - - - - - - 79267 6,489 85,756
Operations with the
Sole Shareholder:
Payment of dividends - - - - - - (51958) - (51958)
Other variations in the
Consolidated Net Assets - - 10392 41566 3,665  (6,127) (52,523) - (3,027
BALANCE,
END OF 2008 611,521 281,003 67,031 492,533 160,341 (161,659) 79,267 419,045 1,949,082
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Consolidated Annual Accounts Report

(1) Company activity

Sociedad Estatal Correos y Telégrafos S.A. (hereinafter, Correos, the Parent Company, or the
Company) was incorporated as a public limited company [sociedad andnima estatal] pursuant to
article 6.1.a) of the consolidated text of the Ley General Presupuestaria (the Budget Act) enacted
by Royal Legislative Decree 1091/1988, of 23 September, and additional item twelve of the Ley
6/1997, de 14 de abril, de Organizacién y Funcionamiento de la Administraciéon General del Estado
(the Central Government Organisation Act, or LOFAGE), by a resolution of the Council of Ministers
dated 22 June 2001, under article 58.1 of the Ley 14/2000, de 29 de diciembre, de Medidas Fiscales,
Administrativas y del Orden Social (the Tax, Administrative and Social Measures Act). The Company
is governed by the Ley de Sociedades Andnimas (the Companies Act), by the rest of applicable laws
and regulations, and by its Articles of Association.

Under article 58.2 and 58 3 of the aforementioned Tax, Administrative and Social Measures Act, the
Company began its operations, and was automatically subrogated to the activities, assets, rights
and obligations of the former Entidad Publica Correos y Telégrafos (hereinafter, the Entity), on 3
July 2001, the day of registration with the Registro Mercantil (the Spanish registrar of companies)
of the public deed of incorporation of the Company, dated 29 June 2001. From that day, the
Company took on all of the functions carried out by the Entity and was subrogated to the status
of authorised operator for the provision of the universal postal service (or USO, universal service
obligation) entrusted to the former Entity by additional item one of the Ley 24/1998, de 13 de Julio,
del Servicio Postal Universal y de Liberalizacién de los Servicios Postales (the Postal Act).

Pursuant to article 58.4 of the Tax, Administrative and Social Measures Act, the Company owns,
from the time of its incorporation, all the assets, rights and obligations of the former Entity.
The state-owned assets transferred from the former Entity to the Company at the time of its
incorporation were removed pursuant to article 58.4 of the aforementioned Tax, Administrative
and Social Measures Act. Nonetheless, the Central Government, through the Direccion General
del Patrimonio del Estado (‘Directorate General for State Assets’), has a pre-emptive right over
certain buildings belonging to the Company, in accordance with the Council of Ministers’ decision
authorizing the incorporation of the Company. The exercise price of that right of first refusal will be
set by surveyed value appraised by the technical units of the Directorate General for State Assets,
which will use a property valuation by a public corporation specialising in property surveying. The
lease rights are likewise reserved in the case that the Company decides to operate those buildings.






